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SUMMARY 


In the six years since coming to power, the regime of 
Colonel Mathieu Kérékou has pursued two essential objectives: 
the realignment of the economic and political structure along 
socialist and, therefore, centralized lines, and the creation of 
a modern, industrialized economy. The government has progressed 
steadily, if cautiously, toward the former goal, and the 
influence of central authority is increasingly obvious in all 
facets of Beninese society. From 1972 to 1976 real per capita 
income registered a net decline, as agricultural output, beset by 
drought, higher oil prices, and some ill-advised government attempts 
to regulate prices, plummeted. More recently, available evidence 
indicates that per capita GNP has been on the rise. Nevertheless, 
with an estimated average income of $176 in 1976, Benix is assured 
of remaining one of the 25 poorest countries in the world. 


Benin's hopes for reversing the pattern of economic stagnation 
rest largely on an ambitious three-year plan which was placed offi- 
cially in operation, after many delays, in October 1977. The plan 
forecasts more than one billion dollars of investment by the end of 
1979, concentrated in the fields of agriculture, light industry, and 
transportation infrastructure. The plan has been stymied because 
hoped-for foreign investment has not yet materialized and agricul- 
tural exports, the country's main source of foreign exchange, have 
not risen perceptibly from the low levels of earlier in the decade. 


American commercial interests in Benin are minimal. U. S. 
exports to Benin totaled $12.8 million. Imports were even more 
meager, $910,000. There are, nonetheless, some potential markets 
for American business in Benin: The Beninese commercial sector 
remains largely in private hands and is relatively prosperous thanks 
to strong ties to the booming Nigerian import market. A substantial 
and still increasing percentage of Beninese imports end up eventually 
on the other side of the frontier. The Beninese as well have been 
responsible for an import surge coming from investment under the 
three-year plan. Benin is now in the market for machinery, parti- 
cularly agricultural, in addition to such traditional imports as 
cloth, tobacco, consumables, and automobiles. 





A. ECONOMIC AND POLITICAL TRENDS 


In November 1974 the government of the People's Republic of 
Benin formally adopted Marxism-Leninism as its guiding philosophy. 
That launched a period of nationalization which virtually eliminated 
foreign private investment in the Beninese economy. The nationali- 
zation, however, lost steam after the takeover of the banking 
sector in June 1975. Faced with financial demands of indemnifica- 
tion, the government chose to limit nationalizations to "key sectors" 
of production -- banks, insurance companies, oil distribution facili- 
ties, freight-forwarding agencies and major industrial production. 
The vibrant commercial sector, however, has remained for the most 
part in private hands. Thanks largely to close ties to the Nigerian 
market, Beninese businessmen have prospered and commerce now accounts 
for twenty per cent of GNP. Although the government has established 
state monopolies over the export of agricultural products (Société 
Nationale de Commercialisation et Exportation), and another state 
company, SONIB, has been granted a monopoly for the importation of 
basic consumer goods, it appears disinclined to replace the sector 
as a whole. 


In 1977, the long-awaited and much heralded three-year plan 
was introduced. Although most of the details have remained a 
state secret, the plan's long-range strategy is to reduce the 
country's dependence on the international economy. The theory is 
that by developing agriculturally based industries that produce 
substitutes for imports, the economy's dependence on exports for 
foreign exchange will be correspondingly reduced. To accomplish 
this task, the government recognizes the need for major investment 
in two sectors: in industry, in order to supply the vast arrays of 
equipment necessary for fledgling projects, and especially in agri- 
culture, which must produce the raw material inputs for industry 
and provide a market for the finished products. Although there is 
a paucity of economic data, it seems clear that the government has 
not been able to attain its investment projections. Agriculture 
also has rebounded very slowly from the years of drought. As a 
result, real economic growth during 1977 and 1978 is probably no 
more than half the officially forecasted rate of eight to nine per 
cent. Inflation has dipped slightly since the bad grain harvest of 
1976, but is still running at an estimated annual rate of 10%. 


Despite economic difficulties, the government has steered a 
conservative budgetary course. By rigidly controlling public sector 





spending, including a freeze on salaries which constitute 70% of 
government expenditures, the annual budgetary increases have been 
limited to 10% yearly between 1973 and 1977. At the same time, 
government revenues have been augmented by 20% annually, thanks 
primarily to duties from a sharp increase in foreign trade. Thus, 
the chronic pattern of budgetary deficits has been reversed and a 
slight surplus was recorded in 1977. 


Agricultural problems have been at the root of Benin's 
severe trade imbalance during the decade. From 1973 to 1977 
imports rose over 120% in contrast to only 25% for exports. 
Nevertheless, the nation's overall balance of payments remained 
in equilibrium, because the trade deficit was largely offset by 
foreign grants and loans for development projects. Although 
harvests are expected to be excellent in 1978, the trade imbalance 
will no doubt continue in the foreseeable future as the government 
follows through on its investment program. 


Agriculture 


Agriculture continues to dominate the Beninese economy, and 
it has been the decline in agricultural output which has accounted 


for much of the country's economic difficulties in the 1970's. The 
rural economy, which employs 84% of the active male population, has 
been plagued by drought in 1976 and 1977, pushing food prices to 
record levels and reducing substantially the export of such cash 
crops as palm oil and cotton. 


Predictably, it is in this large, but stagnant, sector that 
the government has chosen to place the bulk of the three-year plan's 
investment allocations. By contolling inputs into agriculture through 
a state enterprise (SONAGRI), improving agricultural extension ser- 
vices, and establishing an agricultural credit bank, the government 
hopes to expand and diversify output in the subsistence farming 
sector. Although harvests are still marketed through traditional 
channels for the most part, exports are now the monopoly of the 
Société Nationale de Commercialisation et d'Exportation (SONACEB). 


The major cereal crop is maize, accounting for 2/3 of all 
cereal production. Other major crops include yams, rice, cassava, 
millet and sorghum. The major cash crops are palm oil and cotton, 





which together have traditionally accounted for forty to fifty per 
cent of export earnings. The harvest of both crops has declined 
dramatically in recent years, however. Although successive 
droughts have been an important factor in the decline, there is 
also evidence that government efforts to impose low producer prices 
have also played a substantial role. 


Fishing 


Total fish production has declined consistently since 1971. 
Both inland and ocean fishing have been affected, and the overall 
fish catch has slipped below 20,000 tons on an annual basis. Inland 
fishing has suffered from seawater encroachment into the Cotonou 
lagoon, drought, and overfishing. A dam has been constructed to 
prevent saltwater leakages, but an unwanted side effect is already 
materializing: lacking an outlet to the sea, the relatively shallow 
lagoon is rapidly becoming polluted. 


Deep sea fishing has been dramatically curtailed by the 
departure of the foreign owned fishing fleet, which pulled out 
several years ago partly in search of better fishing grounds, and 
partly to avoid possible complications with Benin's socialist 
policies. As a result, a substantial import market for frozen 
fish has opened up in recent years. At present, Russian imports 
provide the lion's share of Beninese needs. For the future, the 
government has also formed a state fishing company (SONAPECHE) with 
a mandate to buy five fishing trawlers over the next three years. A 
joint Beninese-Libyan fishing enterprise, Beli-Peche, is also being 
organized. 


Industry 


The manufacturing sector represented only 14% of the economy in 
1975. However, thanks to government investments, it has prospered 
and grown despite managerial problems and the stagnation of the 
economy as a whole. Between 1971 and 1975 cumulative investment 
increased at an annual rate of 37 per cent. The largest industrial 
firm is a cotton-cloth manufacturing parastatal company with government- 
private sector mixed financing, which began operations in 1975. The 
firm has experienced severe growing pains, however, and suffered 
such marketing and financial mismanagement that company administration 
was taken over directly by the Ministry of Finance in 1977. Other 
industries with government participation, such as C.1.B. (ceramics) 
and SOBETEX (cotton print), fared better. 


However, most of the manufacturing sector is wholly controlled 





by the government. The most important public enterprise is 
SONICOG which controls the refining of palm oil. Other major 
companies include SONABRA (beer and carbonated beverages), a 
cement factory with a capacity of 150,000 tons a year, and a 
flour mill. 


Transportation 


Infrastructure development has concentrated on Benin's geo- 
graphical position as a maritime commercial base for neighboring 
Nigeria and Niger. The Agency for International Development has 
recently completed a major highway project in northern Benin, and 
is currently financing the construction of a $13 million bridge in 
Cotonou. The Nigerians have improved their access to Benin by con- 
structing a four-lane Lagos-Cotonou highway. France has recently 
extended an $8 million credit for the purchase of railroad rolling 
stock. A large port expansion project financed by a consortium led 
by the World Bank is scheduled to get underway before the end of 
the year. A long-term plan to improve the country's rural road net- 
work has won World Bank support. 


Benin is also making tentative steps into the world of inter- 
national transport. COBENAM, the state-owned maritime shipping 
company, now owns three cargo ships, used primarily between Benin 
and Europe. The government has also reportedly purchased seven Fokker 
airplanes in order to commence international airline service. 


Investment Projects 


Cotonou Port Expansion: Final preparations are currently being 
made for a $60 million IDA sponsored expansion of Cotonou port 
facilities. The government is reportedly planning to award the pro- 
ject to a Canadian firm. Construction should begin early next year. 


Sugar: An industrial-type sugar plantation at Savé has reached 
the midway point in its development schedule. Of the 40,000 tons of 
estimated annual production, the government expects to export 15,000 
tons to Nigeria. The project is jointly financed by Benin and Nigeria 
with financial and technical participation by Lonrho, Ltd., a British 
firm. 


Cement: The Nigerians are also providing financial assistance to 
a cement clinker project in eastern Benin. Plans call for an annual 
production of 500,000 tons, of which 100,000 will be used locally and 
the rest will be exported to Nigeria. In addition, the Arab Develop- 
ment Bank has made an $8 million loan for construction of a new cement 
plant. 





B. IMPLICATIONS FOR THE UNITED STATES 


Although the American commercial presence is currently meager, 
a number of factors indicate the presence of a small but 
potentially profitable market for American products. The Beninese 
commercial sector has prospered in recent years by developing strong 
trade links with the mammoth Nigerian neighbor. Beninese traders 
will continue to demand in increasing quantities the American 
exports traditionally found in Benin such as consumables, cloth, 
tobacco, and alcohol. However, as the government intensifies its 
efforts for capital development new markets will be opening up, 
particularly in agricultural and industrial machinery. Heretofore, 
American products have not been especially competitive in these 
fields, but the situation is changing. For a variety of reasons, 
mostly political, Benin is no longer a French preserve. The 
Kérékou government has made extensive efforts to strengthen its 
ties with the socialist world; however, its trading links are 
still overwhelmingly with Western nations. Bénin's commitment 
to ending unequal trade preferences and her enthusiastic support 
for the regional economic organization ECOWAS will place American 
products on a more equal footing with its European competitors in 
the future. 


Foreigners considering doing business in Benin should be 
prepared to encounter delays, difficulties of communication, and 
other problems. Above all, one should remember that Benin is in 
a state of self-proclaimed revolution and that the course of 
events is not always predictable. 


Although the government continues to maintain a liberal 
investment code, prospective investors have been scarce. Foreign 
investment from private sources must generally be of a partici- 
patory nature, and all major projects must fit into the framework 
of the Plan d'Etat. The best possibilities for investment are in 
the agro-industrial sector. 





KEY ECONOMIC INDICATORS: BENIN 


All values in U. S. millions Exchange Rate: U. S. $1.00 
of dollars equals 230 francs CFA 


1975 1976 1977 


INCOME, PRODUCTION, POPULATION 


GDP at current prices N/A 
GDP per capita ($) N/A 
Population (millions) : 3.3 


MONEY AND PRICES 


Money Supply 
Domestic Credit 


BALANCE OF PAYMENTS AND TRADE 


Total Imports 

Total Exports 

Balance of Trade Deficit 
Beninese Exports to the U. S. 


PRODUCTION OF MAJOR EXPORT CROPS 
(in thousands of metric tons) 


Palm Oil 


Cotton 
Karité 


Sources: BCEAO (Banque Centrale des Etats de l'Afrique de 1'Ouest) 
and the IMF 
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